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1 Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

2 A. My name is William F. Kreutz. I am the Director Regulatory Strategy for

Windstream Communications, Inc. My business address is 4001 Rodney

Parham Road Little Rock, Arkansas 72212.

6 Q. ARE YOU THE SAME WILLIAM. F. KREUTZ THAT FILED DIRECT

TESTIMONY IN THIS PROCEEDING.

8 A. Yes, I am. To clarify the record, I did not file rebuttal testimony.

10 Q. WHAT IS THE PURPOSE OF YOUR SURREPLY TESTIMONY IN THIS

PROCEEDING?

12 A. The purpose of my testimony is to respond to some of the positions taken by Mr.

13

14

15

16

17

18

Joseph Gillan in his rebuttal testimony on behalf of the CLECs. First, I will

respond to Mr. Gillan's assertion that the USF contributions are a "tax" extracted

from customers and that a continuation of the current process of distributing

universal service payments would be an expansion of the fund. I will also

address his allegations that the current policy is not consistent with FCC policy.

19 Q. MR. GILLAN USES THE TERM "TAX" THROUGHOUT HIS TESTIMONY TO

20

21

DESCRIBE THE UNIVERSAL SERVICE FUND. PLEASE RESPOND TO THIS

CHARACTERIZATION?

22 A. Beginning on page 1 and repeated on pages 2, 13, 15, 16 and 17 Mr. Gillan

23 refers to the universal service fund as a "tax". First, whether the fund is a tax is a



10

12

13

14

15

16

17

18

19

20

21

matter for the General Assembly to decide, not this Commission. And whether

the fund is referred to as a tax, a surcharge or an assessment does not dismiss

the Commission's mandate to fulfill its legislative directive to establish a state

universal service fund for distribution to carriers of last resort. If the CLECs have

an issue as to whether universal service is supported by a "tax", and whether it

should be eliminated, then they should take this issue up with the General

Assembly.

Furthermore, the CLECs do not limit their use of the term "tax" to only the funding

of lines that are part of a bundle or contract offering, but they consistently refer to

the entire universal service fund mechanism as a "tax". Even though the sole

issue being addressed in this proceeding is support for bundled lines, the gist of

the CLEC testimony is that the entire universal service fund is an unnecessary

tax that should be eliminated. Therefore, even if the Commission were to

eliminate support for bundled lines, the CLECs would still consider support for all

the remaining lines as an unnecessary tax. That Is far beyond the scope of this

proceeding, and this broad attack on the USF should not be considered by this

Commission.

Since the CLECs choose not to serve the high cost areas of the state that the

universal service funding is designed to support it is not surprising that they do

not want to contribute to the fund to support those areas. But the CLEC position

does not mean that universal service funding is poor public policy.

22



1 Q. ON PAGE 2 OF MR. GILLAN'S TESTIMONY HE REFERS TO "EXPANSION

10

12

13

14

15

16

17

OF SUBSIDY TO BUNDLES". IS THIS A CORRECT CHARACTERIZATION

OF THE ISSUE BEING ADDRESSED IN THIS PROCEEDING?

The CLECs also infer that the outcome of this proceeding may result in an

"expansion" of the fund, which is simply not accurate. The issue being

addressed in this proceeding is not whether the universal service fund

procedures should be changed to "expand" to include bundled lines. The issue is

whether the universal service funding procedures should continue to support all

customer lines that subscribe to basic local services whether the line is part of a

stand-alone service or in combination with other services that the customer

desires. The CLECs characterization is that the size of the universal service fund

will grow if the Commission does not rule in their favor. That is simply not the

case. What the CLECs desire is a reduction or elimination of the current fund. A

Commission decision in this proceeding that denies the CLECs request will not

result in an increase in the size of the fund and the CLECs characterization that

the fund will increase is simply wrong.

18 Q. MR. GILLAN ON PAGE 10 OF HIS REPLY TESTIMONY CLAIMS THAT THE

19

20

21

FCC HAS NEVER ADDRESSED THE QUESTION AS TO WHETHER

DEREGULATED BUNDLES SHOULD RECEIVE SUPPORT. PLEASE

RESPOND?

22 A. The CLECs position misrepresents what the direct testimony of the parties in this

23 proceeding stated. Mr. Gillan cites the FCC decisions as to whether the federal



universal service support should be expanded to include broadband and its

related cost as a supported service. The issue in this proceeding is not whether

to include broadband and its related cost as a supported service. The issue in

this proceeding is limited to whether the cost of basic local service in high cost

areas should continue to be supported even if provided as a bundle. No party in

this proceeding is advocating that the current support be changed to include

broadband and its related cost.

9 Q. IS INCLUDING THE COST OF BASIC LOCAL SERVICE AND ALL LINES

10 THAT HAVE A BASIC LOCAL SERVICE COMPONENT CONSISTENT WITH

THE FEDERAL UNIVERSAL SERVICE SUPPORT FUNDING?

12 A. Yes. The federal universal service fund program provides support for all basic

13

14

15

16

17

local service lines in high cost areas regardless of whether the line is associated

with a bundled offering or not. The FCC does not make a distinction for bundled

lines for purposes of Universal Service funding and bundled lines are eligible for

support.

18 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

19 A. Yes.

20
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